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Abstract 
The Fair Trade movement is not new. Its roots go all the way back to the 1940s, and since its 
inception many Fair Trade organizations have arisen to offer this alternative strategy for doing 
business. Coffee is most commonly associated with Fair Trade, and it is the product this paper 
seeks to explore. In a broad sense, this investigation will look at how close Fair Trade Coffee 
certification programs actually come to being fair. The working definition of fairness is the 
ability to provide economic opportunities to marginalized workers. A fair economy would 
properly reward hard-working farmers for their intense labors. Many Fair Trade initiatives argue 
this is not what exists. As a result, they pay a living wage and offer opportunities to coffee 
farmers—some of the poorest people in the world—with hopes that this will help advance them 
out of poverty. To see if this successfully promotes fairness in economics, this paper will focus 
on the benefits of certification to small-scale farmers, mainly regarding income, and on the 
development of the Fair Trade Coffee market. Ultimately, this research will demonstrate that this 
movement is at least somewhat successful at improving the economic situation of marginalized 
workers.  
 
 
Introduction 
In the business world fairness and efficiency are too often separate issues. Economic models 
stress how the free market naturally gravitates toward the most efficient level of both 
consumption and production. However, fairness has no bearing on efficiency. People might, and 
often do, view an efficient outcome as completely unfair. A few capital and resource rich people 
frequently reap the benefits of their work far beyond what they need, while too many individuals 
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struggle every day to make enough to feed themselves and their families. Fortunately, there is a 
strong movement working to incorporate such issues into business models. The Fair Trade 
industry has become both a rewarding business and a social justice movement, addressing the 
disconnect between profit maximization and true social responsibility.  
 
For many years, author Paul Hawken has been at the forefront of a movement away from 
business as usual. In The Ecology of Commerce, he discusses the failure of current business 
practices and the need for initiatives with goals like those of Fair Trade. He attacks existing 
economics and businesses for having tunnel vision: overemphasizing money while ignoring the 
importance of people and our environment. Hawken claims that the all-important question is not 
how can we save the environment? but rather how can we save business? Fair Trade advocates 
would similarly argue that business must be saved and altered to help marginalized farmers. To 
explain why business needs saving, Hawken discusses the distinction between oikonomia and 
chrematistics: 
Oikonomia is the root word for “economy.” Chrematistics is a rarely used word found mostly in 
unabridged dictionaries. It is the money economy, the manipulation of property and wealth for 
short-term gain. Oikonomia, by contrast, is the management of the household so as to increase its 
value to all members of the household over time. Although we use the word “economy,” 
industrial societies currently practice chrematistics, without understanding what it means to 
manage our household. If we expand the scope of household to include the larger community of 
the land, of shared values, resources, biomes, institutions, language, and history, then we have a 
good working definition of the economics of sustainability.1  
                                                
1 Hawken, 2010. p. 67 
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It would appear we have it backwards. What we have is not an economy, but really a global 
industrial system dominated by chrematistics. Even though Hawken is discussing the need to 
change our profit-maximizing economy in order to promote sustainability, his point does not lose 
its validity when talking about Fair Trade.2 Moving toward a true oikonomia is the idea behind 
Fair Trade. Expanding “the scope of household” is what Fair Trade seeks to do; the ultimate goal 
ought not be raising profits, but rather raising the value of peoples’ lives. Human life, not money, 
is what should be maximized.  
 
While Fair Trade is still far from shifting our industrial society as a whole to an oikonomia, it 
boasts certain rules and regulations to ensure progress is made in that direction. All Fair Trade 
organizations do not use the exact same set of standards, but the differences are mainly in 
language rather than intent or meaning. The World Fair Trade Organization’s list of standards is 
representative of those that all cooperatives follow. Their ten standards include:  
1. Creating opportunities for economically disadvantaged producers 
2. Transparency regarding management and commercial relations, and accountability to all 
stakeholders, both aimed at ensuring all trading partners are provided with relevant 
information about their business 
3. Trading practices that ensure the suppliers deliver prepayment to the farmers who grow the 
Fair Trade products 
4. Payment of a fair price, which includes a social premium above the market price 
5. Child labor and forced labor regulations in compliance with the UN Convention on the Rights 
of the Child and all national and local laws 
6. Non-discrimination, gender equity and freedom of association  
                                                
2 Note that Fair Trade itself is an initiative that promotes sustainability. Thus, it is even more relevant to 
Hawken’s discussion of oikonomia versus chrematistics.  
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7. Working conditions that are both safe and healthy for all members in compliance with (at a 
minimum) all national and local laws and International Labor Organization conventions 
8. Capacity building to help producers improve their management skills, production capabilities, 
and access to markets 
9. Promotion of Fair Trade 
10. Environmental standards that encourage the use of renewable energy and energy reducing 
production technologies.  
One through ten, this list demonstrates that Fair Trade is focused more on oikonomia than on 
chrematistics. This shows the ways Fair Trade hopes to promote a fair economy by providing 
needed opportunities, economic and otherwise, to marginalized workers. While all these 
standards are important, members of Fair Trade cooperatives express that their main reason for 
seeking Fair Trade Certification is the payment of higher prices and the social premium. At the 
end of the day, it is the money in their pocket that will enable management of the household. The 
higher price gives farmers hope to escape poverty, hope to raise value to all members of the 
household. 
 
When it comes to the coffee market in particular, Fair Trade price minimums are especially 
important. There are several factors that contribute to this fact. First, the coffee market has 
consistently demonstrated its volatility. Most notably, coffee growers experienced a crisis in 
2001 when oversupply led to a sharp drop in prices. This was a prime example of how prices 
vary greatly on a daily basis in the world market. Yet, falling market prices tell only a very small 
part of the coffee crisis story. With poor market access, small-scale farmers are often forced to 
sell their coffee crop to coyotes. Knowing the desperation of such farmers, coyotes get away 
with paying them appallingly low prices. Expanding the scope of this problem is the fact that 
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70% of the world’s coffee production comes from small-scale, family farmers (Bacon et al 
2008). Coffee farming is incredibly labor intensive because farmers must first pick the coffee 
cherries by hand. Then they sort and clean them manually. Finally, the drying process is very 
time consuming and requires the cherries to be turned or raked by hand.3 After all of this effort, it 
would be devastating to the coffee farmer to settle for selling his or her coffee to a coyote for a 
below-market price.  
 
The Fair Trade Coffee Industry pricing structure seeks to end farmers’ reliance on such avenues. 
A Fair Trade Supplier, such as Dean’s Beans, pays consumers directly with a predetermined 
price. This price is always above the New York market price by at least $0.10 (see Appendix A). 
Often, farmers are unable to sell all of their coffee via Fair Trade. Nevertheless, gaining Fair 
Trade Coffee Certification, a strenuous process involving the Fair Trade Labeling Organization, 
provides marginalized producers with better, more stable access to the market. With this in mind, 
it is not surprising that coffee farmers are increasingly organizing into cooperatives and applying 
for Fair Trade Certification.  
 
Since coffee grown by a Fair Trade Certified cooperative does not differ in quality from non-
certified coffee, the market relies on branding. In an economic sense, Fair Trade and non-Fair 
Trade coffee are homogeneous products except for their labels.4 Thus, the success of the Fair 
Trade industry relies on the positive connotation and consumer recognition of the Fair Trade 
                                                
3 CocoaJava 
4 An exception arises with specialty coffees, such as Hazelnut or French Vanilla. However, since such 
specialty coffees are basically the same quality regardless of certification, the issue is still one of 
branding.  
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brand. Increasing popularity of Fair Trade products and growth of the industry would show that 
Fair Trade certification has achieved such positive branding. 
 
On the consumer side there does exist evidence that consumer consciousness is increasing 
demand for Fair Trade coffee. Also, there is clearly rising interest by coffee producers to sell 
their product via Fair Trade suppliers. Given this, I postulate that the Fair Trade Coffee Market is 
growing more rapidly than the overall coffee market, with a null hypothesis that the market share 
is not growing. I also hope to reject a null hypothesize that the income levels of Fair Trade and 
non-Fair Trade certified coffee farmers are not different. A significantly positive difference 
would imply Fair Trade farmers have clear income benefits over their non-Fair Trade certified 
counterparts.  
 
 
Literature Review 
This hypothesis is driven strongly by the implications of the existing literature on Fair Trade 
Coffee. “One Cup at a Time: Poverty Alleviation and Fair Trade Coffee in Latin America” is 
recognized as one of the most influential impact studies analyzing the Fair Trade Coffee 
industry. Despite being slightly dated (published in 2003), the findings of Murray, Raynolds, and 
Taylor are vital to exploring the world of Fair Trade Coffee. They explain the growth in both 
popularity and scope of the Fair Trade movement. From 1993-2003 over 500,000 farmers from 
twenty-three countries became Fair Trade Certified. This increasing popularity leads me to 
suggest that the market share of fairly traded coffee and the income differences between certified 
and non-certified producers are increasing over time.  
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There are several distinct advantages to Fair Trade certification. Primarily, producers discuss the 
importance of receiving higher prices. Coffee producers also benefit from increased access to 
opportunities. With Fair Trade membership, they have better access to training that allows them 
to increase both the quality and quantity of their coffee yield. Cooperative members also explain 
that Fair Trade helps them gain other work opportunities and access to assistance like relief 
funds. Financial institutions also tend to trust them more, which provides them with increased 
access to credit and financing from banks. This in turn allows producers to invest in capital that 
will further increase the profitability of their yields.5 
 
The Fair Trade industry is not perfect. One consistent critique of the Fair Trade Coffee 
movement is that certification is too difficult to attain. Many cooperatives work hard to join Fair 
Trade only to be rejected. Another significant problem is related to research in the field. 
Evidence on concrete income benefits is lacking. “Though systematic economic data on 
increased family incomes was not available for most case studies, a recent study…found a 100-
200 percent increase in overall income.”6 There is reason to believe that Fair Trade involvement 
and income are positively related. However, because this was only one case study it is clear that 
there is still need for more information to measure income effects.  
 
Bacon, et al. (2008) attempts to gauge the Fair Trade Coffee industry as a whole in “Confronting 
the Coffee Crisis: Fair Trade, Sustainable Livelihoods and Ecosystems in Mexico and Central 
America.” The coffee crisis discussed began in 2001 with a crash of the market and the 
                                                
5 Murray, Raynolds, and Taylor, 2003. pp.15-18 
6 Murray, Raynolds, and Taylor, 2003. p. 9 
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plummeting of coffee prices due to oversupply. The economic climate surrounding the coffee 
industry does not favor the small farmers. Outside of Fair Trade, “family farmers and farm 
workers are losing out as the gains from globalization shift to the top. If this persists, trade will 
continue to be a negative force in poverty reduction for export-oriented economies.”7 This 
illustrates a major critique of globalization. Since transnational companies can out-compete small 
scale farmers, coffee farmers face large obstacles. Whereas large companies can benefit from 
lower costs as they scale up, small farmers do not face such economies of scale. Most 
cooperatives still lack substantial funds to develop large-scale infrastructure to lower the costs of 
production.  
 
Dean Cycon, founder and CEO of Dean’s Beans, discussed in an interview the impacts of Fair 
Trade. With respect to economies of scale he claims that Fair Trade certification can only do so 
much. Small-scale farmers are still too poor to expand enough to benefit from economies of 
scale. In his twenty years of experience in the coffee industry, Cycon claims that while all 
farmers see improvements, only medium- to larger-scale farmers with direct access to credit are 
able to grow large enough to escape poverty. He admits that coffee production alone, even at Fair 
Trade prices, is not enough to bring people out of poverty.  
 
This is not to say Fair Trade does not provide many benefits. Cycon explains that all commodity 
producers throughout the world have trouble escaping poverty because they are incapable of 
capturing the value added of their product. Certified Fair Trade Cooperatives, however, help 
farmers capture some of this value added. Furthermore, Dean’s Beans helps farmers in Fair 
Trade Cooperatives by creating jobs and generating income in addition to the income from 
                                                
7 Bacon, et al. 2008. p. 47 
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coffee. Providing other job opportunities has the potential to benefit subsequent generations of 
farmers. Concrete examples, unfortunately, are lacking.  
 
One case study of Chiapas, Mexico conducted by María Elena Martínez-Torres seeks to 
concretely define the economic benefits of Fair Trade Coffee certification. Economic benefits 
were indicated by a growth in yield, or amount of coffee produced per hectare of land (1 ha = 
2.471 acres). Figure 5.4 shows different yields for different types of coffee: natural, transition, 
organic, or chemical. The different lines represent different regions within Chiapas where coffee 
is grown. The Sierra region of Chiapas (indicated by triangular data points) is where the Fair 
Trade certified ISMAM cooperative dominates coffee production. This graph shows that while 
benefits vary immensely by location and topography, Fair Trade Organic is the most 
economically beneficial production method (as measured by yield per hectare).  
  
Martínez-Torres translates this data into average gross income. Figure 5.5 looks at the same 
production methods, but graphs income per year from each hectare. This shows that in general 
(not just in Fair Trade dominated areas) organic farming is developing as a viable alternative to 
-  Soconusco region 
-  Sierra region 
-  Highlands region 
-  Jungle region 
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chemical use for coffee production. This is important because organic farming avoids using 
chemical intensification practices. Such practices use the land unsustainably, leading to eventual 
exhaustion. This data therefore counters the conventional view that organic farming is “the low-
yield ‘opposite’ of intensification…”8 The benefits of Fair Trade have once again been shown to 
have a multiplier effect. Not only does Fair Trade Organic Coffee produce the highest income 
per hectare, but it also allows the land to remain usable to generate income for many more years 
than chemical intense farming methods.   
 
 
 
All data presented to this point describe clear advantages of participation in Fair Trade 
initiatives. The 2000-2001 harvest continues this trend by showing that prices paid to Fair Trade 
Coffee cooperatives are on average more than twice the price paid to non-fair trade cooperatives9 
However, Bacon, like others, raises the point that entering Fair Trade markets is difficult. 
                                                
8 Bacon et al., 2008. p. 113 
9 Bacon et al., 2008. p. 167 
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Participation requires large capital investment in infrastructure and training. Even once a 
cooperative gains certification, Bacon questions the ability to scale up coffee production through 
Fair Trade: 
Due to low demand and high quality requirements, many Fair Trade certified cooperatives must 
sell close to 70 percent of their coffee into lower paying conventional markets. Assuming that one 
accepts Fair Trade as one model that can help reduce vulnerability, the next question is how to 
scale up.10 
So while Fair Trade Coffee certification and membership appear to have positive income 
benefits, there are still significant challenges. If farmers can only sell around thirty percent of his 
or her crop to higher paying Fair Trade suppliers, is certification significantly augmenting the 
income of small-scale coffee farmers? Examining the growth of Fair Trade Coffee industry will 
help to judge if scaling up is actually occurring, and thus helping farmers. 
 
Another case study from Mexico conducted by Aranda and Morales (2002) analyzes the effects 
of Fair Trade Coffee certification by looking at the Coordinadora Estatal de Productores de Café 
de Oaxaca (CEPCO). CEPCO consists of thirteen regional groups that achieved Fair Trade status 
in 1993. The study highlights the increasing popularity of Fair Trade Coffee. Figure 1 shows 
how Fair Trade Coffee sales as a percentage of total sales increased from 1995 to 2002.  
 
 
 
 
 
                                                
10 Bacon et al. 2008. p. 167 
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Figure 1 
 
The lower percentages in the early years of CEPCO are due to difficulty initially gaining access 
to markets. Breaking into the markets and establishing contacts is often stated as a major setback 
for Fair Trade initiatives. This was certainly the case for CEPCO early on. Up until most recently 
recorded data, Figure 1 support the claim of Bacon et al. (2008) that up to seventy percent of 
coffee must be sold in conventional low-priced markets. 
 
However, it is clear that from the 1997-98 harvest onward the cooperative turned business 
around. Increasing popularity (demonstrated by increased sales) is often thought of as the way to 
scale up. Increased consumer consciousness and awareness of Fair Trade could allow the market 
to grow, which could help groups overcome the low percentage of coffee sales that receive 
higher Fair Trade prices. Unfortunately, Aranda and Morales’ findings of a large spike in Fair 
Trade Coffee sales as a percentage of total sales only examine CEPCO. Determining if this is an 
industry-wide trend necessitates examining the movement of all Fair Trade Coffee sales as a 
percentage of total coffee sales.  
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Aranda and Morales also explore pricing issues within CEPCO. When founded, the organization 
received $1.21/lb for conventional coffee and $1.41/lb for organic. Price differentials between 
Fair Trade and non-Fair Trade coffee vary from zone to zone but range from $0.05/lb to $0.20/lb 
(for organic) above the New York Market price. The price paid directly to farmers does not 
include the additional $0.05/lb CEPCO receives as payment of the Social Premium. This 
premium is tremendously important, as coffee producers are some of the poorest farmers in the 
world. “The coffee producing zones [in Chiapas] coincide exactly with a map of extreme 
poverty…”11 Given impoverishment, it is imperative to the welfare of the coffee farmers that the 
social premium be put to good use. Following the recommendation of the Fair Trade Labeling 
Organization (FLO), CEPCO uses the Social Premium for social activities and community 
projects rather than giving the five cents directly to the farmers. While this does not augment 
income directly, it is a perfect example of the less tangible benefits of Fair Trade. Even though 
farmers frequently express that the main benefit of Fair Trade is the price premium, another 
advantage often cited is the ability to participate in projects funded by social premiums. The 
Sustainable Coffee program, for example, is funded by social premiums. It provides “assistance 
that leads to higher yields…[which] leads to the production of higher quality coffee.”12 Thus, 
Fair Trade contributes to a positive feedback loop with both quantitative and qualitative benefits.  
 
Finally, Aranda and Morales point out a complicating factor in measuring income benefits of 
Fair Trade certification. The incomes of small-scale farmers are also not just based on coffee 
farming. They are accompanied by day-labor incomes, remittances, government aid, and income 
from farming other crops. This complicates the measurement of the income of Fair Trade 
                                                
11 Aranda and Morales, 2002. p. 18 
12 Aranda and Morales, 2002. p.17 
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Farmers compared to that of non-Fair Trade farmers because each individual may have many 
other sources of income.  
 
Bartra (2002) also looks into CEPCO, but develops a method to measure average farmer income 
across different methods of coffee farming. He researched CAEO, one of the many regional 
organizations that comprise CEPCO. In order to derive daily income, he uses the assumption that 
farmers need sixteen days to harvest three “quintales” or about 127 pounds of coffee. Based on 
the market coffee prices at the time, a non-Fair Trade coffee farmer could get 287.5 pesos per 
quintal. With labor costs this would result in a net loss. However, since nearly all coffee 
production is based on family labor (laborers do not get paid) there are in fact monetary gains to 
be made. Using this method, Bartra calculates the different wages per day for farmers producing 
Fair Trade, Fair Trade Organic, and Non-Fair Trade coffee. The results are presented in Table 1. 
The daily wage benefits to being Fair Trade Certified are clear. Selling Fair Trade Certified 
Organic Coffee can increase a small-scale farmer’s daily income by nearly five dollars. While 
this does suggest a positive correlation between Fair Trade Certification and income, the data 
come from just one organization and are based on estimates rather than observations. The lack of 
empirical data indicates a lack of statistical significance for these results.  
 
Non-Fair Trade 
(US$/day/quinta
l)
 Fair Trade Non-
Organic (US$/day) 
Fair Trade 
Organic 
(US$/day)
FT non 
organic - Non 
FT
FT organic- 
Non FT
CAEO 
Oaxaca (w/o 
subsidy)  $            2.719  $                3.138  $       0.419 
CAEO 
Oaxaca (w/ 
subsidy)  $            7.531  $                8.159  $      12.447  $       0.628  $       4.916 
TABLE 1 
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In another case study, Lyons (2002) looks into the La Voz organization, a Fair Trade Certified 
Coffee cooperative operating in the Western Highlands of Guatemala. La Voz was founded not 
only to provide farmers with a secure income, but also to strengthen “rural economies across the 
country by providing jobs to displaced large coffee plantation workers… and through the 
multiplier effect of solvent small farmers supporting local businesses.”13 This mission is in clear 
accord with the working definition of a fair economy. Furthermore, through their contract with 
Elan Organic Coffees, La Voz cooperative members receive $1.43 per pound for organic coffee. 
Fair Trade assures a minimum of $1.26 per pound for all other coffee. These higher prices allow 
La Voz members to grow better quality coffee, send their children to school (and increasingly to 
universities), and to increase the amount of land owned by farmers. This presents more evidence 
of the positive feedback loop that compounds the benefits created by involvement in Fair Trade. 
 
More recently, the Committee on Sustainable Assessment (COSA) published an article 
measuring the costs and benefits of sustainability initiatives (including Fair Trade) using 
economic, environmental, and social observations and tests. Their research involved the “testing 
of over 50 farms in five countries—including Kenya, Peru, Costa Rica, Honduras and 
Nicaragua—who were using the most widely-known sustainability initiatives: Fair Trade, 
Organic, Utz Certified and Rainforest Alliance. The Economic Outcomes section of the report 
explored the topic of farm income. Figures 3.2 and 3.3 show their findings. COSA did not name 
the specific certification program or system in place that each letter represents.14 Thus, one 
cannot distinguish which letter represents Fair Trade certification. Nevertheless, Figure 3.2 
                                                
13 Lyons 2002. p. 2 
14 Giovanucci, et al. explicitly do not name which certification is which. They state, “In order to avoid the 
drawing of inappropriate conclusions regarding specific certification systems, below we report the results 
across the four systems analyzed in terms of systems A through D without specifically naming the system 
being measured” (11). 
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shows that certified coffee farms tend to have higher net incomes than conventional farms. 
Figure 3.3 shows there are differences across countries in net incomes within a certification 
initiative. Farms in Costa Rica, for example, are clearly better off than those in Nicaragua despite 
being part of the same certification program. 
 
 
  
While this information shows the potential of sustainability initiatives to offer higher incomes, 
the findings “can only be considered as ‘tentative indications’ and do not bear any statistical 
Baratta 18 
relevance whatsoever.” 15Due to small sample sizes, these results fail to explain any significant 
increase in income due to Fair Trade, or any other certification initiative.  
 
Given the research that has been conducted, there are several tentative implications, two of 
which are of particular interest to this inquiry. First, the available information suggests that 
certification of Fair Trade Coffee farming does lead to higher income. Second, it appears that the 
market for Fair Trade Coffee is growing rapidly. Subsequently, this paper proposes a hypothesis 
that the Fair Trade Coffee industry is growing at a faster rate than the coffee industry as a 
whole, and that the income level gap between Fair Trade and non-Fair Trade coffee farmers is 
significantly different. The results of this exploration would be a new addition to existing Fair 
Trade literature. 
 
 
Methodology, Data, and Results 
There is a need for more information, both up-to-date information as well as a separation of Fair 
Trade Coffee income from other sources of income. Aranda and Morales (2002) specify that it is 
necessary to look at the income of small-scale farmers from coffee sales alone, not their total 
income level. Since coffee farmers do have other sources of income than coffee (remittance, 
etc.), this distinction is crucial. The literature also explains another major problem in separating 
income measurements is that farmers who are members of Fair Trade cooperatives do not sell all 
their coffee at the Fair Trade price. As Bacon et al. (2008) points out, farmers often have to sell 
much of their coffee to lower-paying conventional suppliers. Given this, it will be necessary 
                                                
15 Giovannucci, et al., 2008. p. 11 
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when comparing incomes of Fair Trade and non-Fair Trade Coffee farmers to know how much 
coffee (what percentage) a farmer from a given certified cooperative sells in Fair Trade markets.  
 
Income Differences of Small-Scale Farmers 
The majority of existing research has been case studies that have focused in on a certain 
cooperative. In order to get an idea of the Fair Trade Coffee industry as a whole, the opportunity 
exists to combine data from several organizations and cooperatives. To explore differences in 
farmer income, this investigation looks at seven Fair Trade Certified coffee-producing 
cooperatives. These cooperatives include Oromia (Ethiopian), Coocafe (Costa Rican), 
FEDECOCOAGUA (Guatemalan), CEPCO (Mexican), La Voz (Guatemalan), CACVRA 
(Peruvian), and Unión Majomut (Mexican).  
 
Before looking at the data, it is important to note that there are several problems that could 
potentially raise issues in terms of yielding statistically significant results. First, the data all come 
from different years, ranging from 2002 to 2008. Inaccuracies could arise when comparing such 
data. More important is the issue that very few coffee cooperatives disclose or even gather data 
on the incomes of individual producers. Consequently, this research looks at a very small sample 
size. Results based on the average incomes of small-scale farmers from seven Fair Trade 
Certified cooperatives therefore might be limited in their capacity to represent of the entire 
industry.  
 
Yet, to say the data are useless would be mistaken. Analysis of these data has important 
implications. They will provide a wider view than results that have been presented in the past. 
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This is not a case study of one cooperative, but rather looks at how farmers were affected by Fair 
Trade certification in seven distinct locations. Seven cooperatives with varying land productivity, 
laws, weather patterns, suppliers, and more. Giovannucci, et al. emphasized that the location of 
coffee production can have a large impact on how much coffee is produced, and subsequently 
producers’ net income. Thus, analyzing across the scope of conditions under which farmers 
produce coffee will be useful.  
 
 
Table 2 presents the aforementioned data from the seven Fair Trade Certified Coffee producing 
cooperatives. This paper will compare average income from coffee sales for Fair Trade certified 
farmers to average income if farmers sold all coffee at the non-Fair Trade price. Data for the 
former was taken from Fair Trade Foundation’s research of various individual producers, and is 
represented on Table 2 by Avg Income from coffee sales (US$/yr). Data on average income if 
farmers sold all coffee at the non-Fair Trade price was calculated based on producer prices 
(US$/tonne) across different countries according to the Food and Agriculture Organization of the 
United Nations (see Appendix E). This number was converted to US$/lb, and then multiplied by 
Table 2 
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the amount (lbs) of coffee produced per year. On Table 2, Avg Income if sold all coffee non-FT 
(US$/yr) explains this variable.  
 
The above information takes into account the farmers do not sell all their coffee at Fair Trade 
prices, a reality made clear by previous literature. Aranda and Morales (2002) stress also that 
farmers have multiple sources of income. Thus, it is vital to look only at income from coffee 
farming rather than a coffee farmer’s yearly income from all sources. The variables utilized 
account for this as well.  
 
To find out if there is a significant difference in these incomes based on if the farmer sells any 
coffee at the Fair Trade price, I use an unpaired t-test. Table 3.1 displays the results. Group 1 
represents average income from coffee sales for Fair Trade certified farmers; group 2 represents 
average income if farmers sold all coffee at the non-Fair Trade price. Group 2 can be used to 
represent income for farmers that do not belong to a Fair Trade certified cooperative or 
organization. This is an appropriate variable because non-certified farmers must sell all their 
coffee at the generally lower non-Fair Trade price.  
 
 
Table 3.1 
Group 1: income with FT certification 
Group 2: income if all sold in conventional 
markets 
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These results demonstrate essentially what was expected. While there is a large difference in the 
mean incomes ($2,075.15 – $1,445.74), this difference is not statistically significant. So even 
though Fair Trade certified farmers make on average about $630 more per year, these results 
cannot be viewed as representative of the Fair Trade industry as a whole. Analyzing the standard 
deviations and confidence intervals shows Fair Trade Certified farmers in some areas are still 
worse off (based on yearly income) than non-certified farmers in other countries. Thus, due to a 
lack of reported information on worker income, this analysis fails to reject that there is no 
significant difference in incomes between Fair Trade certified coffee farmers and farmers forced 
to sell all their coffee at lower prices.  
 
While the above results do show that certified farmers in some areas are still worse off than non-
certified farmers in other areas, this does not mean that Fair Trade Certification does not have 
significant income benefits. To better judge this inquiry, I created a new variable to measure 
income benefits within the same area. Incdifference measures the difference between Avg 
Income from coffee sales (US$/yr) and Avg Income if sold all coffee non-FT (US$/yr) for each of 
the seven cooperatives.16 Analysis of this variable better gauges the income benefits of Fair 
Trade Certification because it accounts for variations that exist across different coffee farming 
locations. 
 
 
 
 
                                                
16 For values given as ranges, I took the middle value (e.g. Avg Income from coffee sales for Oromia is 
143.5 –200.9, so 172.2 was used for this calculation). 
Table 3.2 
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The results presented in Table 3.2 are markedly different from those of the previous test. This 
demonstrates that Fair Trade Certified Coffee farmers make an average of $735.19 more than 
non-certified producers.17 With a sufficiently large t-value of 2.711, these results are statistically 
significantly despite the small sample size.  
 
 
Industry Growth 
Compared to income data, there is much more information available regarding the growth of the 
market for Fair Trade Coffee. This paper looks at data from 1998 to 2010, a time-span over 
which the most data is available regarding the Fair Trade industry.  
 
The growth of the industry as a whole must be examined first before exploring the relative 
growth of the Fair Trade segment. The International Coffee Organization (ICO) publishes an 
abundance of data, and several of its variables are used in this paper to gauge the growth of the 
industry. It is important to look at average prices paid to growers in producing nations 
(pricepaid) (see Appendix B). This variable describes how much coffee farmers receive if they 
are not Fair Trade Certified. The time series model in Figure 2.1 uses pricepaid to show how the 
market for coffee has evolved over time via prices equilibrating supply and demand. This will be 
an important reference point to compare to the growth of Fair Trade prices paid to farmers over 
time.  
 
                                                
17 This value differs from the previous tests value of $630 because of a missing value for the income from 
coffee farming of CACVRA in Peru. Thus, the N is 6 instead of 7, causing a different mean difference.  
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Another variable in this investigation regarding the coffee industry as a whole is total US imports 
from all origins (impUS). This serves as a good indication of the market for coffee in the United 
States. Growth in imports would indicate growing demand and a growing market. Figure 2.2 
graphs the time series of impUS to determine such market growth. The reason for only looking at 
the United State will be discussed shortly.  
 
  
Figure 2.1 
Price (US cents/lb) 
Figure 2.2 
Pounds 
of coffee 
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Data representing the market for coffee as a whole over time will be compared to a time series 
model of the Fair Trade Coffee market. Fair Trade USA, the Fair Trade Labeling Organization 
International (FLO), and the Fair Trade Foundation (FTF, the UK member of FLO), provide 
useful information on the Fair Trade Industry. For example, the Fair Trade Foundation shows the 
relative prices of Fair Trade versus non-Fair Trade coffee over time (see graphs in Appendix A). 
Two key variables in this paper are average of Fair Trade Coffee prices paid by Fair Trade 
International (avgFTprice), and average of Fair Trade Organic Coffee prices paid by Fair Trade 
International (avgFTpriceorg). Figure 4.1 graphs these over time. (See Appendix F for a chart of 
all industry growth variables.)  
  
Comparing this graph to Figure 2.1 (which can be seen in Appendix D) is an important addition 
to the graphs produced by the FTF because Figure 2.1 shows the prices actually received by 
growers. The market price to which the FTF compares Fair Trade price is not necessarily what 
producers receive upon selling their crop. This is clear given that prices received by farmers in 
non-certified cooperatives differ greatly from country to country despite one universal market 
Figure 4.1 
Price (US cents/lb) 
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price (see Appendix B). Thus, comparing these two graphs offers a better idea of how the 
difference in prices has changed over time.  
 
The central variable regarding the Fair Trade Coffee industry is fair trade coffee imports to US 
by Fair Trade USA (impFTUSA). This variable is compared to impUS. Fair Trade USA provides 
some of the only available useful information on imports of Fair Trade Coffee. It is also the 
primary Fair Trade certifier in the United States. Furthermore, the United States brings in around 
20% of total imported coffee, making it the largest importer in the world.18 For these reasons, 
this paper looks only at the Fair Trade market in the United States. Similar to impUS, a time 
series model is run for impFTUSA (shown in Figure 4.2) to measure the growth of the Fair Trade 
Coffee market.  
 
A quadratic function of best fit is then used to explain variation over time. Figure 4.3 graphs the 
following model: 
                                                
18 International Trade Centre 
Figure 4.2 
Pounds of 
coffee 
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This model produces the following equation, where t is time:19 
impFTUSA = 1569000 – 2280000t + 934435.627t2 
 
This last variable enables the derivation of another variable: market share of Fair Trade USA 
(FTmktshare) in the United States, as found by 
FTmktshare = impFTUSA ÷ impUS 
A time series model is also used here to determine the growth of Fair Trade Coffee’s share of the 
total coffee market. Figure 6 is another way to look at the comparison between Figure 2.2 and 
Figure 4.2.  
                                                
19 t= 1 is 1998, t=2 is 1999, etc. 
Pounds of 
coffee 
Figure 4.3 
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Then a simple linear regression is then taken: 
 
 
Conclusions 
Income Differences 
The descriptive sample statistics from the test on Incdifference yielded significant results. With a 
t-value of 2.711 and five degrees of freedom, this paper can reject the null hypothesize that 
income levels of Fair Trade and non-Fair Trade certified coffee farmers are not different with 
over 95% confidence. This significantly positive difference of $735.19 implies Fair Trade 
Certified coffee farmers have clear income benefits over their non-Fair Trade Certified 
counterparts. Yet, it is important to note the large standard deviation of $664.16. This suggests 
the magnitude of these benefits varies enormously depending on the conditions in the 
cooperative. The large standard deviation is likely attributable to the small nature of the sample 
Figure 6 
Percent 
(.01=1%)  
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size. Further research still needs to be done in order to acquire more information on the incomes 
of small-scale coffee farmers in order to increase the sample size. Unfortunately, this data is not 
published, or perhaps not even known, by the vast majority of cooperatives. Nonetheless, this 
study suggests that there are distinct income advantages of Fair Trade Coffee Certification. 
Therefore, Fair Trade is achieving some level of success by increasing the incomes of 
marginalized workers, thus fostering a fair economy in the coffee market.  
 
Industry Growth 
Regarding prices, the conclusions offer no breakthrough. Table 4 shows the model statistics for 
the three price indicators. With a higher R-squared, prices paid to uncertified small-scale farmers 
is more correlated with time than are prices paid to those certified. While Fair Trade prices have 
gone up overall since 2007, this is due only to the fact that Fair Trade Coffee prices by definition 
must stay above the market price. Thus, looking at the changes in prices over time does not 
explain the growth of the market for Fair Trade Coffee relative to that of conventional coffee.  
 
 
Analyzing market share is much more telling. The graph of Fair Trade market share over time in 
Figure 6 gives the impression that the Fair Trade Coffee market is indeed growing faster the 
market for coffee as a whole. The linear model proves there is a statistically significant positive 
correlation between time and the Fair Trade Coffee Industry’s share of the coffee market as a 
whole. With an extremely large t-statistic of 12.791, one can reject with great confidence the 
Table 4 
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hypothesis that the market share of Fair Trade Coffee is not growing. The model implies that the 
market share is in fact growing at a rate of .4% every year.  
 
Table 5 demonstrates the same point. There is a significantly positive relationship between time 
and Fair Trade USA Coffee imports, with an R-squared of .962. Therefore, if we accept imports 
by Fair Trade USA as representative of the Fair Trade Coffee industry, the Fair Trade Coffee 
industry is experiencing consistent growth. On the other hand, with a low R-squared of .068, 
coffee imports to the United States by all producers are not correlated with time. The market for 
coffee as a whole therefore varies from year to year with no definite trend up or down, growing 
or shrinking. Based on this, it makes intuitive sense that the market share of Fair Trade Coffee is 
growing.  
 
 
 
What does this tell us about fairness? It concludes that fairness is increasingly factoring into 
peoples’ decisions. The Fair Trade initiative is gaining steam, as the idea of oikonomia seems to 
be catching on. The growth in the market for Fair Trade Coffee means marginalized small-scale 
farmers are selling more coffee for higher prices. Taking fair economic practices to mean 
providing more resources to those most in need of them, then Fair Trade is making strides 
toward fairness. The payment of higher prices is often noted as the number one benefit of Fair 
Trade certification. Thus, this initiative is enhancing the main benefit for farmers. This does not 
Table 5 
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mean these small-scale farmers are on their way to escaping poverty. Fair Trade offers 
marginalized farmers more opportunities, but whether or not these are enough opportunities (to 
escape poverty) remains to be seen. Nonetheless, the Fair Trade Coffee market does definitively 
demonstrate that fairness can be a factor in the trade of commodities in our world economy.  
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Appendix E 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
countries element 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Belize 
Producer Price (US 
$/tonne) 1461.5 1453 1488 1488 1499.6 1529.9 1574.5 1674.6 1740 
Brazil 
Producer Price (US 
$/tonne) 676.5 381.3 309.8 430.6 510.5 763.6 806 1181.7 1562.8 
Cambodia 
Producer Price (US 
$/tonne) 2397 2617.5 2989.3 2617.6 2970.4 2108 2192 2256.9 2569.8 
Colombia 
Producer Price (US 
$/tonne) 1316.8 1019.1 921.6 854.5 1070 1572 1581.7 1765 2012.2 
Costa Rica 
Producer Price (US 
$/tonne) 537.3 521.5 605.1 511 592.2 827.5 890.6 989.8 1067.5 
Côte d'Ivoire 
Producer Price (US 
$/tonne) 446.6 326 335.7 402.6 672.9 474.8 794.4 936.1 1157.1 
Dominican 
Republic 
Producer Price (US 
$/tonne) 1416.1 777.4 990.9 941.5 861.2 1017 898.5 1189.5 2086.3 
Ecuador 
Producer Price (US 
$/tonne) 1280.6 1090 700 770 679 1035 710.3 1129.1 916.6 
El Salvador 
Producer Price (US 
$/tonne) 969 383.7 475.3 559.1 873 2085 2428 1663.4 2098.4 
Ethiopia 
Producer Price (US 
$/tonne) 882.3 935.3 520.6 667.5 1130.7 1439.6 1556.8 1890.9 2260.8 
Honduras 
Producer Price (US 
$/tonne) 1464.4 1529.8 842.2 937.6 1329.5 1752.3 2095.8 2328.6 2377.8 
Mexico 
Producer Price (US 
$/tonne) 305 198.6 167.4 168.7 148.5 207.5 244.9 305.2 352 
Panama 
Producer Price (US 
$/tonne) 2263 1621 1529 1432 1706 1369 1536 1135 1454 
Paraguay 
Producer Price (US 
$/tonne) 642.5 448.6 193.8 187.4 201.6 242.9 295.4 340.6 434.6 
Peru 
Producer Price (US 
$/tonne) 991.4 670.1 534.6 678.5 739 1408.3 1261.8 1532.2 1726.8 
United States of 
America 
Producer Price (US 
$/tonne) 5842 5401 6834 6393 7826 10031 11023 11023 12720.2 
    1 tonne = 2205 lbs    
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impFTUSA: Fair Trade coffee imports to US by Fair Trade USA (lbs) 
impUS: total US coffee imports from all origins (lbs) 
FTmktshare: market share of Fair Trade USA in American market (as impFTUSA/impUS) 
Totexports: total coffee exports to all destinations (lbs) 
produce: total production of exporting countries (000 bags) 
pricepaid: average price paid to growers (US cents/lb) 
avgFTprice: average of Arabica and Robusta Fair Trade coffee pries paid by Fair Trade 
International/FLO (US cents/lb) 
avgFTpriceorg: average of Arabica and Robusta Fair Trade organic coffee pries paid by Fair Trade 
International/FLO (US cents/lb) 
